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2 . 


Report of the Auditor-Genera! on the financial statements and other legal and regulatory 
requirements of Mier Municipality for the year ended 30th June 201 0. 

The above-mentioned report of the Auditor-Genefal is submitted herev\/ith in terms of section 
21(1) of the Public Audit Act of South Africa read in conjunction \A^ith section 188 of the 
Constitution of the Republic of South Africa and section 121(3) of the Municipal Finance 
Management Act of South Africa (MFMA). 

We have not yet received the other information that will be included in the annual report with 
the audited financial statements and have thus not been able to establish whether there are 
any inconsistencies between this inforrfiation and the audited financial statements and the 
reported performance against pre-determined objectives. You are requested to supply this 
information as soon as possible. Once this information is received it will be read and should 
any inconsistencies be identified these will be communicated to you and you will be 
requested to make the necessary corrections. Should the corrections not be made we will 
amend and reissue the audit report. 

In terms of section 121(3); of the MFMA you are required to include the audit report in the 
municipality’s annual report to be tabled. 

Until the annual report is tabled as required by section 127(2) of the MFMA the audit report 
is not a public document and should therefore be treated as confidential. 

Prior to printing or copying the annual report which will include the audit report you are 
required to do the following: 

• Submit the final printer’s proof of the annual report to the relevant senior manager of the 
Auditor-General of South Africa for verification of the audit-related references in the audit 
report and for confirmation that the financial statements and other information are those 
documents that have been read and audited. Special care should be taken with the page 
references in your report, since an incorrect reference could have audit implications. 

• The signature Auditor-General in the handwriting of the auditor authorised to sign the 
audit report at the end of the hard copy of the audit report should be scanned in when 
preparing to print the report. This signature, as well as the place and date of signing and 
the Auditor-General of South Africa’s logo, should appear at the end of the report, as in 
the hard copy that is provided to you. The official logo will be made available to you in 
electronic format. 

Please notify the undersigned Senior Manager well in advance of the date on which the 
annual report containing this audit report will be tabled. 

Your cooperation to ensure that all these requirements are met would be much appreciated. 


5. 


6 . 


Auditing to build public confidence 


Auditor-General of South Africa 


Private Bag X501 3 Kimberley 8300 Northern Cape • Docex 19 • Tel: +27 (0)53 831 1016 • Fax: +27 (0)53 833 3231 • www.agsa.co.za 


Kindly acknowledge receipt of this letter. 


Yours sincerely 


Gerald Seas 



Se'niQr Manager: Northern Cape 

Enquiries: Gerald Seas 
Telephone: (053)831 1016 

Fax: (053) 833 3231 


REPORT ON THE FINANCIAL STATEMENTS 
Introduction 

’ESESHfSE-r ■“»=“'•.■■■. 

Accounting Officer’s responsibility for the financial statements 

statements in accor?a'^nce v^ifh°'?oSth Afric^i'^SSard? of'c P'j®s®'^tation of the financial 

Accounting Practise (SA Standards of G^R and1r£ Recognised 

Finance Management Act. 2003 (Act No 56 of 2003^ Municipal 

designing, implementing and mafnta!I°g 

accounting 

Auditor-General’s responsibility 

Aud7ATo1 sL“'S;LlTnd'sec,,crS3ronhf ^ 

opinion on the financial statenients based ^n mnd.^f .'i,"’'' is lo express an 

International Standards on Auditina and Genpram r* accordance with the 

Gazette 32758 of 27 Novenibe S^BecS^^^^^^ of 2009 issued in Government 

disclaimer of opinion paragraphs however I ^^sis for 

audit evidence to provide a bLis for an audit opinion ^ ® aPP^priate 

Basis for disclaimer of opinion 

Property, plant and equipment 

4. I was unable to obtain sufficient appropriate audit evidence to conclude on the 

amoCLtrtoRufllTzss^ao'oV of property, plant end equipment 

statements, due to th^foSS '' "" ^ 

eql1pL"n?belng°unde°s\ated^^^^^^^ ™kSwn amo^t' ’"'“'“’’V. P'snt 

■ sre'‘StrurnrtrRTnr 5 "^^^^ '^e "oancla, 

■ ^SclSfemers""''"'’ -9'ster and the 

slet'emenl®""®'® ''' ‘'’P =“o> ™9ioter and the financial 

. The records of the municipality did not permit the application of alternative procedures. 


Page 1 of 7 


5. Property, plant and equipment was misstated by R296 670 due to the following- 

SEiid eTu’ipmenr *"=' to property, 

• Retention fees of R141 500 was not capitalised as per the original construction contract. 
Receivables 

6. I was unable to confirm the valuation of trade receivables amountino to R1 1 or-^ 074 
disclosed in note 2 to the financial statements, due to the fXwin^^ 

The municip^ity made a blanket provision of R4 356 477 for the imoairment nf 

■ a^untlng to rS; “''Ptfptifte audit evidence for debtor suspense accounts 

procSure? Ppp"!!' the application of alternative audit 

the age analysis. The municipality did not reconcile the differencrof rSi Sn 

8. The value added tax receivable balance of R51 1 030 as disclosed in nnfp 1 ft tn tho r • i 
statements, does not agree to balance of R1 208 293 as oer the VAT 201 mf 

Se m,Sed"brR697 v'jue'adTd S'SeivLie Valance could 

Inventory 

0fTn:e:to^;:'fueT toT toirorg"'^''"^^' --‘-PP PhP P'-atteation 

Inver^ory^'^^'^'^^ identify and disclose inventory in accordance with GRAP M. 

* prVcSVreV ^^nicipality did not permit the application of alternative audit 

Cash and cash equivalents 

JJL® co^J'd not provide sufficient appropriate audit evidence to support 
^fferences amounting R5 356 between the receipts as per cash book and V^deposits 
cheques statements. Further, no register was maintained for returned 
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Payables 

1 1 . The completeness, existence and valuation of trade and other payables, as disclosed in 
note 1 6 to the financial statements, could not be confirmed due to the following; 

• I could not obtain sufficient appropriate audit evidence to support credit balances 
amounting to R1 350 879. 

• There was not a proper creditors system in place at the municipality for the identification 
and recording of creditors and there were no satisfactory alternative audit procedures 
that I could perform to obtain reasonable assurance that all creditors were properly 
recorded. 

12. Payables as disclosed in note 16 to the financial statements were misstated due to the 
following: 

• The municipality did not accrue for invoices amounting to R736 018. If these invoices 
had been accrued for the effect would have been to reduce the surplus for the period 
and the accumulated surpluses by R736 018 and to increase the accrued liability in the 
statement of financial position by the same amount. 

• Creditors are overstated by R137 678 due to the incorrect allocation of a journal entry. 

Provisions 

13. Provisions disclosed in note 20 to the financial statements are overstated by R146 581 due 
to the aipplication of incorrect formulas to calculate the provisions made for accrued leave 

correct formulas been applied, provisions would have been 
stated in the financial statements at R743 114 and the net surplus would have been 
increased by R1 46 581. 


Revenue 


14. 


The cornpleteness of revenue amounting to R3 742 061 as disclosed in the statement of 
financial performance could not be confirmed. The aforementioned amount consists of 
property rates amounting to R712 417 and service charges amounting to R2 372 1 12 as 
disclosed in notes 26 and 27 to the financial statements respectively. Sufficient approoriate 
audit evidence could not be obtained as: 


• Properties were identified in the valuation roll for which rates have not been charged. 

• Reconciliations for differences between the water meter readings as per the system and 
the water meter reading lists were not performed. Alternative procedures could not be 
performed due to the lack of available documentation. 

• There was no system in place over graveyard income on which I could rely for the 
purpose of my audit, and there were no satisfactory audit procedures that I could 
perform to obtain reasonable assurance as to the completeness of graveyard income. 

15. Revenue as disclosed in the statement of financial performance is misstated due to the 

following: 

• Revenue from service charges disclosed in note 27 to the financial statements is 
overstated by R26 608. as incorrect tariffs were used for the levying of services. Had the 
correct tariffs been applied the effect would have been to reduce the surplus for the 
period and the accumulated surpluses by R26 608 and reduced the receivable in the 
statement of financial position by the same amount. 

• Revenue and receivables are understated by R17 108 due to rental revenue not 
accounted for in accordance with the related rental agreement. 
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Expenditure 

16. General expenses disclosed in note 40 to the financial statements are misstated a^. 
invoices amounting to R75 957 were recorded in the incorrect accounting perSd.' 

17. Finance cost as disclosed in note 36 to the financial statements is understated bv R15 624 
due to finance cost incurred not being recorded in the accounting records hS the finance 
cost been accounted for the effect would have been to reduce the surpiS' foffhe Lriod 

statmenTyc "^4 and to increase the accZd HabHity in^'T ’ 
statement of financial position by the same amount. ^ 

Irregular expenditure 

aoo^ed loTfr ^^9 670 was incurred, as DoRA grants were 

Sfa, staSn^" " was no, "disclosed in the 


Unauthorised expenditure 

Commitments 

was unable to^obtehTufflCtenrappropriSniTditTvM^^^^^ 

8°^. ap atated in note 52 to fhe Lanoia, 

Disclaimer of opinion 

21. Because of the significance of the matters described in the Basis for disclaimer of ooinion 

sufficient appropriate audit evidence to provide a 
sSenfs I ''P PP' P" PPinion on the financlaT 

Emphasis of matter 

22. I draw attention to the matters below. My opinion is not modified in respect of these matters: 
Going concern 

'^municipality is based in a remote area of the Northern Cape Province with little 
econornic activity and a substantial number of the community members are classified as 

momhllt immunicipality struggles to collect amounts owed to it by community 

members and this has resulted In cash flow problems which cast slonlfirant Hmiht th ^ 
municipallt/s ability to continue as a going concern, the muniC% ifdepende^^^^ 
national and provincial government grants for its continued existence. 

Restatement of corresponding figures 

2 nn?hl?/l®h financial statements, the corresponding figures for 30 June 

f ® of errors discovered during 2010 in the financial 

atements of the Mier Local Municipality at. and for the year ended. 30 June 2009. 
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Additional matters 

25. I draw attention to the matter below. My opinion is not modified in respect of these matters: 


Unaudited supplementary information 

information set out in appendixes A to F on pages 53 to 62 does not 

SiditS?h?..?c statements and is presented as additional information ' 

audited these schedules and accordingly I do not express an opinion thereon 


have not 


Annual report 


°^her information included in the annual report and have not been 
able to Identify any material inconsistencies with the financial statements. 


REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

28. In terms of the PAA of South Africa and General notice 1570 of 2009 issued in Goi/emmonr 
Gazette No. 32758 of 27 NoventOer 2009, I include below my findings 0^1®" "e^ToT 
p^redetermined objectives, compliance with the following key laws and regulations MFMA 
Division of Revenue Act, 2009 (Act No. 12 of 2009)(Do^). Municipal Regulations Mul^ldoal 

on 99 a?^'d’f^°°° • of2000)(MSA), Municipal Structures Act, 1998 (Act No 117^ 

of 1998) and financial management (internal control). ^ 

Non- compliance with regulatory and reporting requirements 

No reporting against predetermined objectives 

29. The Mier Local Municipality did not prepare an annual performance report in terms o‘ 
section 46 of the MSA and section 121(3)(c) of the MFMA. 

Existence of a performance audit committee 

30. The Mier Local Municipality did not appoint and budget for a performance audit committee 

nor was another committee utilised as the performance audit committee as required bv 
regulation 14(2) of the Municipal Planning and Performance Regulations, 2001 ^ 


Internal auditing of performance measurements 

did not develop and implement mechanisms, systems and 
processes for auditing results of measurement as part of the internal audit processes as 
required in terms of section 45 of the MSA. piucesses, as 


Compliance with laws and regulations 

Municipal Finance Management Act of South Africa, No 56 of 2003 (MFMA) 

The accounting officer did not adhere to his statutory responsibilities 

32. Contraiy to section 32(4) of the MFMA, the accounting officer did not inform the MEC for 
Local Government in the province and the Auditor General, in writing, of the unauthorised 
and irregular expenditure that was incurred by the municipality. 

33. Contrary to section 126(1) of the MFMA, the accounting officer did not prepare and submit 
annual financial .statements to the Auditor General within 2 months after year-end. 
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Payments not made within 30 days: 


34. Contrary to section 65 (2) (e) of the MFMA, payments amounting 
in excess of 30 days from receipt of the invoices. 


to R2 881 804 were made 


Supply Chain Management legislative requirements 
adhered to: 


were not implemented or not 


35. Contrary to the requirements of section 62(1 )(b) of the MFMA, proper record keeoina and 

supXd™h a ygnmcrnfdSr"'*'"" 

41(2) Of the MFMA, no risk assessment was 

S managemenuystem ' of potential risks in the supply 


The financial statements were not prepared in accordance with applicable legislation 

of section 62(1 )(c) of the MFMA, the municipality did not 

liphMitfp^ nLlhf transparent systems of internal control for assets and 
liabilities, debtors and revenue, creditors and payments. 


38. Contrary to the requirements of section 125(2)(d)(i) of the MFMA the 
disclose unauthorised and irregular expenditure incurred in the notes 
statements.. 


municipality did not 
to the financial 


Expenditure was incurred in contravention of 
resulting in irregular expenditure 


or not in accordance applicable legislation 


39. ^penditure was incurred which exceeded the limits of the amounts appropriated for the 
sSioT/of the MFM^^ unauthorised expenditure as defined In 


INTERNAL CONTROL 

40. I considered internal control relevant to my audit of the financial statements and the report 

compliance with the MFMA, DoRA, Municipal Regulations 
MSA, Municipal Structures Act, 1998 (Act No.117 of 1998) but not for the puVposes of 
expressing an opinion on the effectiveness of internal control. 

41. The matters reported below are limited to the significant deficiencies regarding the basis for 
disclaimer paragraphs, the findings on the report on predetermined objectives and the 
findings on compliance with laws and regulations. 


Leadership 


42. 


43. 


Senior management did not set the correct tone at the top. Senior management did not 
respei^ and adhere to internal controls, which resulted in unauthorised and irregular 
Bxpendituro b6ing incurred and not detected or prevented by management. 


Inadequate rnonitoring of the municipality’s compliance with laws, regulations and internally 
designed policies and procedures by senior management resulted in significant non- 
compliance with enabling legislation. 
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Financial and performance management 

"e‘:e^pr/e.?ir4Te1.^ e«e™, ^ 

Governance 

47. The muniieipality did establish an audit committee The audit p^nmn.it+ • • 

ensure the proper implementation and monitoring of^nternal control imperative to 

Jn"5ronteT"‘'' internal control 


(^uiitor ^>^cro} 
Kimberley 

07 December 2010 



aCjditor-oemer^al 
S Q u T H AFRICA 

AudilfTig lo build public confidence 
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